One of the fundamental ways in which an advantage over competitors can be gained in business is to develop real estate portfolios in such a way that will lead to an increase in market share and value for shareholders. This serves as justification for the formulation and implementation of specific real estate strategies regarding the best manner in which to use CRE, make decisions regarding restructuring, and carry out necessary development projects, taking into account the criteria of: location, time, and procurement options. This paper presents the formulation and realization of real estate strategies, focusing on the use of the category of property value. Moreover, the authors formulate a possible classification of CRE, which is useful from the perspective of real estate strategies, in addition to identifying and evaluating different types of property values which can be used for real estate strategies. For the majority of operational properties, these categories differ from market value. The last part of the publication provides a reference of selected valuation methods used to determine the value of CRE in the context of formulating and implementing real estate strategies.
Introduction
Companies today create and maintain a competitive advantage in many functional areas of their line of business, such as human resources, information technology and real estate. In modern economic literature, the term "Corporate Real Estate" (CRE), in the narrow sense, is used to mean the operational real estate of companies dealing with manufacturing or services. In a broader sense, CRE refers to all controlled property, regardless of title and regardless of whether it is used for operating activities or as an investment. The inclusion of investment property in the definition of CRE is justified by the observation of business practices in which companies hold investment properties in their portfolios for various reasons (see LIOW, OOI 2004) .
The authors assume the hypothesis that both at the stage of real estate strategy development (formulation) as well as during its implementation and appraisal, it is necessary to understand the different types of real estate values. This is one of the basic criteria for carrying out the required analysis and evaluation of results. With regard to investment properties, the market value as a basis for valuation, in effect, solves any valuation issues. On the other hand, operational properties are very rarely directly related to the real estate market. The incidental nature that characterizes these properties in terms of contact with the market and the uniqueness of this type of CRE results in the need for the application of other types of values. The purpose of this article is to present the issues relating to operational values of CRE as estimated for the needs of real estate strategies on the theoretical level, related to the basis of value, and at the utility level regarding the suitability of each method, along with a proposal for classifying CRE.
Real estate strategy -the process of formulation and implementation
The term "strategy" in relation to real estate refers to a deliberate plan of action relating to a company's property portfolio. The implementation of real estate strategies -leading to continued portfolio optimization -can be a source of competitive advantage for a company. The implementation of adopted CRE strategies at an operating level takes place through the management of individual properties or groups of properties. Real estate strategy includes: 1) location decisions, 2) choosing between different forms of CRE control -ownership or other rights, 3) determining the manner in which it is organized and the organizational structure for CRE management, 4) determining the basis for real estate decision-making, 5) creating conditions allowing for the highest and best use, 6) implementing procedures for monitoring and performance evaluation. In the available literature (WILLS, 2008; HAYNES, NUNINGTON 2010; ROULAC 2005 and others) , there is a general agreement that CRE strategies must be created in the context the general business strategy. Hence, an in-depth knowledge and understanding of the foundations of business activities and plans for its development and expansion are often the starting points and always the benchmarks for CRE strategies. Figure 1 shows the process of formulating real estate strategies. It can be divided into the following stages: (1) the property's characteristics, (2) the property users' characteristics, (3) the objectives of the property users, (4) the institutional arrangement of the property market, (5) the context provided by the external world in which the property manager must operate, and (6) performance evaluation.
Source: own work.
Real estate analysis refers to the basic technical, legal and financial parameters. The description of a given property must include the following:
-physical/technical aspects of the land and buildings, -title to the property and rights associated with the property (including obligations and liabilities), -the value of the property in terms of operating assets, -its function with regards to business activities. At the stage of real estate characterization, it is important not only to determine the property's current market value, but also to assess the potential for development, taking into account possible development activities. In the first stage, information about past, current and expected influence, operating expenses and capital expenditures are collected and analyzed. This allows for the evaluation of the wear and tear of a property and the estimation of value.
The description of a property's users refers to the identification of their preferences, expectations, demands, appraisals, etc., with regards to the property. However, the definition of a user is, in this case, interpreted very broadly and encompasses all stakeholders; for example, when taking a property with a shopping center, a user can be the land-owner, investor, developer, tenant and a tenant's client. In many cases, this can be a specific section of the local community, authorities, institutions and other companies. Such an extensive analysis is warranted, particularly in the case of development plans for a property which will also affect the neighborhood and/or surroundings.
Upon completing the first two stages of the process, it is necessary to confront the state of the property and its potential with the organization's objectives and strategic plans. This makes it possible to determine the use of individual properties (or groups of properties) that best serves a company's strategic objectives. This may impact decisions to dispose of surplus property, modernize existing facilities or acquire new properties. The next step is to analyze the legal and institutional conditions and thus, the legal possibility/permissibility of the property's planned utilization and the implementation of the planned development projects. As the real estate market is quite heavily regulated, this refers to all laws and regulations affecting the use of the property.
The external world refers to the economic, financial, social, and tax aspects of the real estate market and the economy (EDWARDS, ELLISON, 2004) . Based on the comprehensive analysis of internal factors and the market environment, it is possible to formulate certain real estate strategies for individual properties, groups of properties or even an entire CRE portfolio. Literature lists a number of real estate strategies, including: reduced costs, increased flexibility, increased productivity, increased employee satisfaction, increased innovation, and increased asset value (LINDHOLM, 2008; KONOWALCZUK, RAMIAN 2009 ). Companies typically do not limit themselves to utilizing just one strategy, preferring to realize several simultaneously. The implementation of real estate strategies involves many investment, operational and organizational decisions concerning the property. In many cases, the essential decision-making criterion is in the property's market or use value. It should also be noted that managers of CRE portfolios often use external valuations. This takes place in, for example (MANSFELD 2009): -the acquisition of new units, -the replacement of existing inadequate holdings possibly at lease end, -the disposal of units held in legacy portfolios, -the disposal of surplus operational space. Market value assessment may be necessary for many external reasons, such as a security or tax liabilities. However, calculating the investment or use value, which leads to specifying a property's worth, is often very useful and is actually frequently used at the property characterization stage, during the decision-making process regarding modernization and expansion, as well as when comparing the current value in terms of the different ways of controlling a property (ownership vs rental). The decision to "rent or buy" a given property must be preceded by an analysis of many strategic and operational factors, as well as financial resources. This will be dependent on the real estate market cycle (sales prices, rents), the tax burden of both variants, and the availability and cost of external capital and accounting regulations (the impact of the purchase/lease on a company's profit, its assets and liabilities). Real estate acquisition is linked to long time periods and high transaction costs (HAYNES, NUNNINGTON, 2010) . In instances where the analysis of strategic factors does not provide a clear answer, discounted cash flow analysis is applied, which leads to an estimate of the NPV for both options.
It is worth keeping in mind that the process of formulating and implementing a corporate and real estate strategy is a continuous process, and generally cyclical for planning purposes. Extensive www.degruyter.com/view/j/remav vol. 22, no. 1, 2014 changes in the environment may necessitate the substantial reformulation of corporate strategies and lead to changes in the CRE portfolio (restructuring, outsourcing real estate functions and services, changes in location). Real estate portfolios in companies need to be physically (adaptability), functionally and financially flexible (ROULAC 2005) .
From the perspective of the process of formulating and implementing real estate strategies, the creation of a classification method is critical, as it affects the majority of stages within the process, including: valuation methods and methods of appraising results.
CRE classification for the purpose of real estate strategies
CRE assets are a heterogeneous group in terms of physical and legal characteristics, which results in their diverse usability described by economic characteristics. In addition, they perform different functions within the company. This results in the need to implement a multi-level classification, taking into account many different criteria. Apart from classifications based on formal criteria regarding the institutional and legal form of a property, the rights to it or its physical characteristics (see KONOWALCZUK 2009), the usefulness of the economic use criterion to the issues under consideration needs to be addressed. Formally, this refers to CRE accounting principles in financial statements as business assets for the purpose of measuring the value of the capital involved. Polish publications most often distinguish between four types of registered properties: operational (general purpose and specialized), surplus, investment (capital, rent) and working (see MĄCZYŃSKA AND OTHERS 2004; FORYŚ 2006; KONOWALCZUK 2009) Issues regarding strategic decision-making and the measurement of capital in terms of real estate need to take into account the requirements of several basic accounting standards. These most often refer to: IAS 16 Tangible fixed assets, IAS 17 Leases, and IAS 40 Investment property. However, IAS 2 Stocks, IFRS 6 Exploration for and Evaluation of Mineral Resources, IAS 11 Construction Contracts, IAS 41 Agriculture and IFRS 13 are no less important. This formal accounting treatment of CRE serves to highlight the extremely high complexity of the issue regarding its classification.
With classification augmented by property leasing, it should be noted that there is still a lack of the recognition of other contracts, such as traditional leaseholds/leases, in record-keeping. However, in the opinion of some experts, changes in IAS aimed at recognizing various lease agreements (including operating, capital, leaseback leases, etc.) on the balance sheet are expected in the future (HAYNES, NUNNINGTON 2010; NICK 2003) .
The classification presented at the beginning is viable and appropriate from an empirical perspective (KOTARBIŃSKI 1961) . Its formal correctness requires, first of all, the verification of fulfilling the logical condition regarding the singularity of criterion (in this case the economic use criterion), or otherwise adopting the sole criterion -application in business. The remaining logical criteria for completeness and disjointness are often difficult to meet, an example of this being an office building used in equal parts for commercial purposes and as an investment, and operational land sometimes used for storage, though generally constituting a surplus. Of course, the correct real classification should be characterized by the highest level of compliance with the criterion of completeness and disjointness, without creating difficulties in its practical usage.
The intended practical goal is to reorganize the classification criteria into the three basic proposed criteria: entitative, objective, and market, while bearing in mind, of course, that any attempt to systematize CRE needs to be real and viable. Therefore, it is possible for some of the conditions of www.degruyter.com/view/j/remav vol. 22, no. 1, 2014 completeness and disjointness not to be met. Table 1 presents a proposal for the identification of criteria relevant to the development of a systematic CRE scheme up to the third level of classification.
An example of a useful classification of CRE strategies, based on the criterion of hierarchy and, at the same time, utilizing the criterion of record-keeping, is a proposal presented by P.C. Willis (WILLS 2008) . This proposal sorts properties in decreasing importance in terms of real estate strategies, including the following types of CRE: Source: own work.
 strategic property -necessary for the control of operational activity and the realization of longterm strategies,  landmark, flagship property -assets owned and controlled by ownership and essential for long-term and medium-term strategies,  core property -assets owned or controlled by the lease, necessary for the implementation of medium-term strategies; may be industrial or commercial properties, or industrial equipment,  peripheral property -assets necessary for the control of non-cyclical operations; most often leased,  surplus property -assets not necessary for the control of operational activity.. From a strategic perspective, the significance to the core business and the manner in which it conforms to the ongoing and planned strategies is crucial for the utility of the property to the company. However, classification based, to some extent, on accounting standards has certain advantages. Issues regarding CRE relate to the activities of a company, and international accounting standards should be considered as a viable and terminologically consistent source. This is why treating these standards as a starting point for creating classification is entirely appropriate. In addition, the implementation of real estate strategies and their evaluation of a company must be integrated with the accounting system. This allows for the integration of information systems for the planning, monitoring and evaluation of activities.
Conditions for identifying various types of CRE values
Determining the value of a property can be analyzed from both a practical and theoretical perspective. Giving priority to the practical perspective is not coincidental, particularly in Poland, which has undergone very strong legal formalization in terms of property valuation -linked to a state system of vocational competency and the standardization of professional valuation activities (see: KONOWALCZUK 2011a). The practical aspect of valuation is associated with the creation of standards, which are usually formulated in accordance with the established procedures. These, in turn, take the form of norms which, in countries with established democracies, are established by specialized organizations, such as the
RICS (Royal Institution of Chartered Surveyors) and TAF (The Appraisal Foundation). Functioning on the international arena are groups such as TEGoVA (The European Group of Valuation's Associations) and the IVSC (International Valuation Standards Committee).
Valuation principles and standards adopted in different countries are shaped by various circumstances, i.e., socio-political, economic and legal. This results in variation in property valuation on a conceptual basis, including the suggested categories of values, and impacts the practical aspects of the functioning of a property valuation system. This diversity is evident when attempts are made to agree on a particular valuation methodology, resulting in a clash between different "schools of valuation" (KUCHARSKA-STASIAK 2012).
Discussions regarding the suitability of individual categories of value for business practice turn back to the sources of valuation theory, such as market objectification, market efficiency, and the search for lasting value. Linking practice with economic theory in terms of valuation results in it seeming more reasonable to use existing valuation practices with regards to CRE strategy rather than attempting to create a separate conceptual basis for evaluation categories used for measurements when attempting to assess alternative strategies. However, it is necessary to analyze standardized real estate evaluation categories used in practice in the context of meeting requirements connected with strategic decision-making in a company. It is worth taking under consideration specific evaluation categories related to groups of aims associated with value management, which include: financial statements (financial reporting and taxes), and economic analyses for the evaluation of investment projects and real options (KONOWALCZUK 2009) .
In discussing real estate strategies, the issue of their value can be measured at the level of the financial analysis of investment projects, the task of which is to evaluate the financial implications of the investment decision on the investor. In such terms, appraisal is one of several methods of analysis, www.degruyter.com/view/j/remav vol. 22, no. 1, 2014 also called criteria (RAMIAN, KONOWALCZUK 2008) . These issues must be placed and linked to the already-functioning concepts of a company's value.
This article assumes that CRE strategy issues will be considered from the perspective of business owners, because the successful implementation of real estate strategies needs to lead to increased shareholder value through increased sales and/or increase profitability (LINDHOLM 2008) . However, according to many authors, it is extremely difficult to precisely assess the impact of CRE strategies on the value of a company (ROULAC 2005) . The results of research on listed companies with regards to this issue are mixed, i.e., the authors believe that (...) "although CRE impacts on value for shareholders through net operating income and the capital cost, the value of CRE is usually hidden from investors and is not fully reflected in the value of market capitalisation " (LIOW, OOI 2004) . This position needs to be regarded as true, as the company's value is affected by many external and internal factors; thus, it is impossible to determine the extent to which it contributes to one isolated aspect of a company. On the other hand, it is possible and necessary to estimate the value of each property in the portfolio, estimating the value of the entire CRE portfolio, assessing in-use, market and investment values, replacement cost, comparative analysis of costs, benefits, cash flow analysis for alternative solutions, and selecting real estate strategies. Even if this does not provide an estimate of market value, it allows for a comparison and, therefore, choosing the best strategy.
The formal practical classification of types of property values applied in Poland is done in accordance with regulatory provisions (Act of 20 August 1997 on real estate) and has been found to be unsuitable for consideration, particularly in relation to replacement cost. In determining replacement cost, the principles of valuation, objectivization, anticipation and substitution (KONOWALCZUK 2009) are not fully applied, and the concept of the highest and best use in terms of market value is still under discussion. For this reason, the national evaluation classification could not be taken into consideration with regards to real estate strategy. However, of the available classifications used in the evaluation process, it was possible to adopt the international valuation standards established by the IVSC. The rationale for this is that IVSC standards offer the highest level of universality and are used in practice by organizations operating at an international level, such as TEGoVA and the RICS. These institutions have generally accepted these standards as the basis for classifying the types of valuations, together with defining and interpreting market value.
The methodological regulations of the International Valuation Standards have, for many years, consistently distinguished one particular category of market value and a selection of non-market values, assuming economic criterion concerning the conditions of market objectivization. This is referred to by the definition of market value, including its interpretation, to the concept of a free market. The selection of non-market values is distinguished negatively in terms of market value by identifying a specified element of the definition that isn't met. It must be noted that the types of nonmarket values change. bases of valuation, which are available for selection to meet specific valuation targets, could already be found. The base value is, therefore, set out to ascertain the key assumptions on the basis of which a value is determined, e.g., the hypothetical nature of the transaction, the extent to which the valued component is exhibited on the property market, and the relationship between the parties to the transaction and their motives and actions. In the current 2011 issue of IVS, several categories which form the basis of valuation and other types which do not, have been clearly distinguished. Table 2 presents the types of values that form the basis for IVS 2012 valuation criteria, indicating specificity and definition. The amount that reflects the specific attributes of an asset, which are only of value to a particular purchaser
Entitative and Objective
Source: Own work based on IVS (2011).
According to the 2011 IVS, there are three categories (criteria) and four types of values forming the basis for appraisal. In Table 2 , the three categories were aggregated with reference to two general principles for separation. The first rule applies to the conditions of market price formation in a hypothetical transaction, while the other refers to the benefits for the parties of the transaction.
It should also be noted that three of the types of values listed in Table 2 ought to be classified as non-market. As a result, there is still a distinction between one market value and many types of nonmarket values, some of which were included in the basis of valuation.
In addition, the 2012 IVS distinguish different practical types of non-market values which do not constitute the basis for valuation, including: 1) Synergistic value -an additional element of value created by the combination of two or more assets, where the combined value is greater than the sum of those values. 2) The value for the owner, an estimate of the benefits of owning the asset.
3) Values for a particular owner, where the valuation of assets reflects the special factors owing to the entity. In situations where it is required to determine the value for a specific owner, the following is included: a) justification of investment decisions, b) analysis of the efficiency of the asset. 4) The value of a single asset depends on its relationship with other assets. 5) Added value gained by creating a portfolio of similar assets. 6) Value in exchange is a hypothetical price. The hypothesis based on which the value is estimated is determined by the purpose of the valuation. It may, therefore, be market and non-market www.degruyter.com/view/j/remav vol. 22, no. 1, 2014
value. 7) Fair value in accordance with IFRS, also referred to as fair value for financial statements (in accordance with the concept of market value in IVS 2011). Of the real estate strategies from the IVS regulations, the values which will be essential are those of market value and investment value, which is used to evaluate an investment's effectiveness. In addition, an assessment of market characteristics regarding usage and potential changes in value is important; following the valuation of each property is an assessment of market characteristics regarding usage and potential changes in value. Should there be an instance of special value, the value for a particular owner, including synergistic value, should be used.
What is very interesting when looking at the assumed definitions is the valuation category of banking-mortgage. This category is not mentioned in IVS, but is the practical non-market value category that European standards are familiar with (see IVS 2012). The usefulness of this category is primarily associated with accounting for the many aspects of appraising the future marketability of a property in the assumed definitions. This appraisal takes into account the long-term characteristics of a property, the normal and specific conditions for the local real estate market, and the current (actual) and alternative uses of the property. Unfortunately, the practice of appraising for such non-market values most often applies to rental investment properties and, as a result, standard solutions are of little use for the appraisal of operational real estate.
EVS 2012 solutions are relevant to the issues of CRE strategy for understanding the contemporary interpretation of market value, which is explained not only by employing the concept of the highest and best use but also by the concept of "hope value" from the British school. This solution is transferred from a very mature British market, which suggests that the conditions of value objectivization allow a certain surplus to be taken into account in the appraisal of market value (as of the day of the valuation), accepted by the buyers (typical?), due to the fact that property possess a specific "mix" of market characteristics pertaining to the assessment of the use and potential changes in value. The surplus refers to the "hope" that the CRE will have the opportunity to change in terms of use, thus increasing in value. This valuation does not need to take into account if the assumed or planned property use is legally permissible.
Conclusions
Based on this performed analysis it can be concluded that, for the purposes of CRE strategies, standardized types of values, estimated by appraisers, are useful but not sufficient or allencompassing. Thus: 1) For investment, surplus and working properties, it is possible to estimate market and investment value, and this is often sufficient. This results from the fact that these types of properties are more related to the real estate market than the company's activities. Therefore, the established assumptions for valuation, with regards to the condition of the property and the condition of the real estate market, ensure the objectivity of market value while investment value is able to take into account the entity's specific requirements and objectives. However, it ought to be noted that both value categories reflect only temporary relationships between supply and demand on the property market and, therefore, may be subject to significant changes in the short term, while from a strategic point of view, the value may be significant in the long-term. 2) For operating properties, in addition to market and investment value, use value is essential.
This reflects the benefits of a property to the functioning of an enterprise (as a going concern) as part of an organized structure of assets. This kind of value, however, does not refer directly to the real estate market, but the market in which the company is active. The advantage of use value is its stability, which excludes short-term fluctuations on the property market. 3) In the case of specialist operational real estate, owing to the lack of comparable market data (prices, income, rates of return), it may be possible to estimate the use value by employing the DRC method. This appraisal should be augmented by valuations based on estimates of NPV using discounting cash flow analysis. Formulation and implementation of CRE strategies requires a comprehensive approach to the issue of property value, beyond that used in practice by property appraisers. This applies to both types of defined values and valuation methods, which in this case should not be highly formalized. Valuation www.degruyter.com/view/j/remav vol. 22, no. 1, 2014 methods should be more individualized -by taking into account the state of the company, and tailored to the formulated aims of CRE strategies.
In addition, it is necessary to take into account (estimate) strategic depreciation (obsolescence) existing when a given property doesn't fit into the company's current and future business strategies. At the level of analyzing a particular property in the CRE portfolio, it is reasonable to use the concept of the highest and best use of property together with "hope value", supplemented by an analysis of strategic importance, that is the significance of the real estate for business strategy, which refers back to the presented strategic classification of CRE.
